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BILL 12 (2006).CDI —RELATING TO

LIMITS ON REAL PROPERTYTAXATION

TheHawaiiGovernmentEmployeesAssociation,AFSCME, Local 152, AFL-CIO agreesthereis a
needto providepropertytax relieffor Oahuhomeowners.However,weareopposedto theconcept
containedin Bill 12 (2006),CD 1 which establishesa newway of’ settingrealpropertytaxrates. As
proposed,Bill 12 (2006),CD I would adjustfor thecity’s so-called“uncontrollablecosts”expressed
asa percentageincreasefrom thebaseyearto thebudgetedtax year. Thestatedgoal of theordinance
is to providegreaterstability in realpropertytaxesby insulatingpropertyownersfrom wide swings
in propertyvaluationsdueto marketforces.

Weopposebills with propertytax caps(limits) based‘upon increasesin theconsumerpriceindexor
otherfactors. Suchcapscarryramificationsthatextendwell beyondtheproblemtheyclaim to
address.Not only will Bill 12 (2006),CD 1 likely reduceflexibility in budgeting,but it could leadto
reductionsin public servicesin thefuture. Theremustbeasufficient revenuestreamto maintain
importantcity services.

Thebasicpurposesofpropertytax reductionprogramsshouldbe to reducepropertytax inequities
amongcitizensandto targetreliefto thosecitizenswho canleastafford thepropertytax increase.
Therefore,we supporttheunderlyingpurposeof the“circuit breaker”approachto propertytaxrelicf
baseduponincome.A “pure” circuit breakerdoesnot give relief to everyone,so thecostto local
governmentis manageable.The HGEA alsosupportstheconceptofreducingpropertytaxesfor
owneroccupantsasopposedto investors.Thiscould includeestablishingseparateclassesof property
baseduponoccupantor investorstatus.

Propertytaxesremainthesinglemostsignificant sourceofrevenuefor theCity andCountyof
Honolulu. Therefore,wemustbecarefulnot to overreactto recentshort-termchangesin property
taxvaluesby enactingdrasticchangesin themethodusedto calculatepropertytaxes. Sinceproperty
tax valuationsarecyclical, anymajorshift in themethodusedto assesspropertyvaluescould result
in public servicecuts,increasingothertaxes,orboth. In contrast,targetedpropertytax reliefavoids
sharpreductionsin public serviceswhenpropertyvaluesdrop,which they inevitablywill. Thankyou
for theopportunityto testiQj in oppositionto Bill 12 (2006),CD 1.
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